SAN JOSE Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR FROM: Gloria Schmanek
AND CITY COUNCIL
SUBJECT: EARLY COUNCIL PACKET DATE: January 27, 2014

N

Approved i / %’_\‘ Date //L ~ 4 ”

EARLY DISTRIBUTION COUNCIL PACKET FOR
FEBRUARY 11, 2014

Please find attached the Early Distribution Council Packet for the February 11, 2014 Council
Meeting.

3.x  Approval of the 2013-2014 Mid-Year Budget Review Report.

Recommendation:

(a) Approve the 2013-2014 Mid-Year Budget Review Report.

(b) Adopt related Appropriation Ordinance and Funding Sources Resolution
amendments in various funds as detailed in Section III (Recommended Budget
Adjustments and Clean-Up Actions) of the 2013-2014 Mid-Year Budget Review
Report.

CEQA: Not a Project, File No. PP10-067(b), Appropriation Ordinance. (City Manager’s

Office)

TO BE DISTRIBUTED ON JANUARY 31, 2014

3x  Terms of an Agreement with the International Union of Operating Engineers, Local
No. 3. .-

Recommendation: Adopt a resolution to approve the terms of a collective bargaining
agreement between the City and the International Union of Operating Engineers, Local
No. 3 (OE#3), and authorize the City Manager to execute an agreement for a term from
July 1, 2013 to June 30, 2015. The agreement is subject to ratification by OE#3
membership. CEQA: Not a Project, File No. PP10-069(b), Personnel Related Decisions.
(City Manager’s Office)

4x  Report on Bids and Award of Contract for Roberto Antonio Balermino Park
Project.

Recommendation: Report on bids and award of a construction contract for 5980 -
Roberto Antonio Balermino Park to the sole bidder, Suarez & Munoz Construction, Inc.,
in the amount of $1,789,000, and approve a five percent contingency in the amount of
$89,450. CEQA: Exempt, File No. PP08-166. Council District 7. (Public Works)
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7.x

Actions Related to the Implementation of Energy and Utility Conservation
Measures Identified by Chevron Energy Solutions.

Recommendation:

(a) Adopt a resolution approving for implementation the energy and utility
conservation measures (“ECMs”) identified by Chevron Energy Solutions in
Bundle 1A, and authorizing the Director of Public Works to do the following
contingent upon the City obtaining the necessary financing and subject to the
appropriation of funds:

(1)  Negotiate and execute a Bundle 1A Energy Services Agreement with
Chevron Energy Solutions to implement the Bundle 1A ECMs for a
maximum compensation of $2,979,320;

(2)  Establish a 15% contingency for the Bundle 1A Energy Services
Agreement in the amount of $424,398; and

(3)  Negotiate and execute one or more amendments to the Bundle 1A Energy
Services Agreement to increase the maximum compensation by an
aggregate amount not to exceed the contingency to pay for any unexpected
work necessary to complete the project.

(b) Adopt a resolution authorizing the Director of Public Works to do the following
contingent upon the City obtaining the necessary financing and subject to the
appropriation of funds:

(D Approve for implementation the ECMs identified by Chevron Energy

~ Solutions in draft Bundle 1B if the Director concurs with Chevron Energy
Solutions’ analysis that the ECMs are feasible; and

2 Negotiate and execute a Bundle 1B Energy Services Agreement with
Chevron Energy Solutions to implement Bundle 1B for a maximum
compensation of $18,113,709 contingent on each of the following:

(a) The Director approving the ECMs identified in draft Bundle 1B,
and ‘

(b)  Chevron Energy Solutions having completed implementation of
Bundle 1A in accordance with the Bundle 1A Energy Services
Agreement and the Director’s determination that the performance
of the Bundle 1A ECMs are providing the utility/energy savings
set forth in the applicable investment grade audit prepared by
Chevron Energy Solutions; and

(c) Chevron Energy Solutions completes Bundle 1A on schedule and
at a cost that does not exceed Chevron’s cost estimates, and
provides quality work and customer service as determined by the
Director of Public Works; and

3) Establish a 15% contingency for the Bundle 1B Energy Services
Agreement in the amount of $2,717,056; and
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(4)  Negotiate and execute one or more amendments to the Bundle 1B Energy
Services Agreement to increase the maximum compensation by an
aggregate amount not to exceed the contingency to pay for any unexpected
work necessary to complete the project.

CEQA: Exempt, File Nos. PP 13-111, PP 13-112, PP 13-113, PP 13-114, PP 13-115, PP
13-116, PP 13-117, PP 14-003, PP 14-004. (Public Works)

These items will also be included in the Council Agenda Packet with item numbers.

/s/
GLORIA SCHMANEK
Agenda Services Manager
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AND CITY COUNCIL
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SUBJECT: APPROVAL OF THE TERMS OF AN AGREEMENT WITH THE
INTERNATIONAL UNION OF OPERATING ENGINEERS, LOCAL
NO. 3 (OE#3)

RECOMMENDATION

Adopt a resolution to approve the terms of a collective bargaining agreement between the City
and the International Union of Operating Engineers, Local No. 3 (OE#3), and authorizing the
City Manager to execute an agreement with a term of July 1, 2013, through June 30, 2015.

OUTCOME
Adoption of the resolution and authorization to execute an agreement would result in a collective

bargaining agreement between the City of San Jose and the International Union of Operating
Engineers, Local No. 3 (QOE#3) for the period of July 1, 2013, through June 30, 2015.

BACKGROUND

~ The City of San Jose’s most recent collective bargaining agreement with OE#3 expired on June
30, 2011. OE#3 currently represents approximately 672 full-time budgeted positions. This unit
includes employees in the classifications of Maintenance Worker I/II, Parking Traffic Control
Officer, Maintenance Assistant, Groundsworker and Wastewater Operator I/IV/III. Negotiations
on a successor Memorandum of Agreement (MOA) with OE#3 had commenced in February
2011, and the City and OE#3 reached a Mediated Tentative Agreement; however, the City was
notified that the OE#3 membership voted down the Mediated Tentative Agreement. The terms
contained in the City’s Last, Best, and Final Offer were implemented by the City Council on
May 31, 2011.

In March 2013, negotiations with OE#3 on a successor agreement commenced and the parties |
met approximately twelve (12) times, prior to the parties engaging in pre-impasse mediation on
or about December 20, 2013 and January 22, 2014. The mediation on or about January 22, 2014,
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resulted in a Mediator’s Recommended Settlement. OE#3 will present the Mediator’s
Recommended Settlement to its membership for ratification and should the membership ratify
the recommended settlement and the City Council approve it, the terms contained in the
Mediator’s Recommended Settlement will be implemented.

ANALYSIS

A complete copy of the Mediator’s Recommended Settlement is attached. The following is a
summary of the key provisions. Some changes made in the Recommended Settlement were for
clarification purposes only, but are included in the attached Recommended Settlement.

Term

General Wage Increase

Lump Sum Payment

Substance Abuse Program
and Policy

Personal Leave

Disability Leave
Supplement

Call Back Pay

Standby Pay

July 1, 2013 — June 30, 2015. The parties agreed to a reopener on
all economic issues in the second year.

Effective February 16, 2014, all employees represented by OE#3
will receive a base pay increase of 2.0%. This will result in both
the top and bottom step of the pay range being increased by 2.0%.
The wage increase will not be retroactive.

One-time nonpensionable lump sum payment of $450 payable
within two (2) pay periods after February 11, 2014, for full-time
employees who were employed in OE#3 represented positions on
July 1, 2013, and are still employed in OE#3 1eplesented positions
effectlve February 16, 2014.

The Substance Abuse Program and Policy section in the City Policy
Manual will apply to employees represented by OE#3.

Effective payroll calendar year 2014, full-time employees shall be |
entitled to 24 hours of personal leave per payroll calendar year
(currently 16 hours).

Effective February 16, 2014, the Disability Leave Supplement is
eliminated. Employees will be allowed to integrate accrued
vacation, then earned compensatory time, and then accrued sick
leave. No employee shall receive an amount, including any
temporary disability payments, in excess of their regular salary.

Effective February 16, 2014, employees who are called back to
work will be credited for the time worked, or for three (3) hours,
whichever is greater, at the 1.5 rate.

Effective February 16, 2014, employees who are required to
perform standby duty will be credited with one hour compensation

at the 1.5 rate for each eight (8) hour shift or portion thereof that the .

employee performs standby duty.
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Shift Differential

Overtime Eligibility

Education Reimbursement

Sick Leave Payout —
New Employees hired
on or after
September 30, 2012

Sick Leave Payout —
Employees

who retired between
January 1, 2012, and
February 16, 2014

Sick Leave Payout —
Current Employees
hired on or before
September 29, 2012

Effective February 16, 2014, swing shift differential will be
increased from $1.50/hour to $1.55/hour and grave shift differential
will be increased from $1.50/hour to $1.75/hour.

Currently, paid time off is not deemed as time worked for the
purposes of calculating eligibility for overtime. Effective February
16, 2014, paid holiday leave shall be considered as time worked for
the purpose of calculating eligibility for overtime.

Education reimbursement will be increased from $500 annually to
$750 annually for college accredited courses. Up to $500 of the
$750 may be used for non-college accredited courses.

Any employee hired on or after September 30, 2012, shall not be
eligible for sick leave payout. '

Former employees who retired on or after January 1, 2012, and
before February 16, 2014, will be offered a sick leave payout in
exchange for a release of claims by the retired employee.

Former employees who retired on or after January 1, 2012, and
before February 16, 2014, will be eligible for a sick leave payout in
the amount of unused sick leave hours accrued as of December 31,
2011, or the date of their retirement, whichever is less, subject to the
provisions contained in the Memorandum of Agreement.

For employees hired on or before September 29, 2012, sick leave
payout shall be made to full-time employees who are members of
the Federated City Retirement System at the time of retirement or
death according to the provisions contained in the Memorandum of
Agreement.

Effective June 22, 2013, for purposes of calculating sick leave
payout, employees’ sick leave balances and hourly rates shall be
frozen. Any sick leave usage after June 22, 2013, will come first
from the sick leave balance accrued after June 22, 2013. An
employee will continue to accrue sick leave after June 22, 2013, but

-it may not be used for sick leave payout purposes.

If an employee does not have available sick leave hours accrued
after June 22, 2013, and uses sick leave which reduces their sick
leave balance as of June 22, 2013, the sick leave hours available for

.sick leave payout will be reduced. . An employec may .not. .

reestablish their sick leave balance subject to payout if such balance’
is reduced by use.
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Protective Eyewear

Holidays

Payout shall be determined as follows: Percent of employees’
hourly rate of pay as of June 22, 2013, multiplied by the total
number of accumulated and unused hours of sick leave as of June
22, 2013 (minus any sick leave hours as of June 22, 2013, which
were used):

Less than 400 110111'5: * Hours accumulated as of June 22,2013 x
50% of hourly rate as of June 22, 2013

400-799 hours: Hours accumulated as of June 22, 2013 x
60% of hourly rate as of June 22, 2013

800-1200 hours: Hours accumulated as of June 22, 2013 x
75% of hourly rate as of June 22, 2013

The City agrees to reimburse eligible employees who require the
use of prescription lenses and are in positions that require the use of
protective safety glasses for the purchase of protective prescription
safety glasses for up to $150.00 for full-time employees when it is
determined by the Director of Human Resources, or designee, that
protective prescription safety glasses are required. The City will
replace protective prescription safety glasses as needed, but no more
than once per calendar year. An individual may select an approved
style that is more expensive than the City maximum by paying the
difference.

Effective February 16, 2014, employees are entitled to paid
holiday leave on each of the holidays specified in the Memorandum
of Agreement if they are on paid status the day before and the day
after the holiday.

EVALUATION AND FOLLOW-UP

The contract language contained in the agreement reached on June 11, 2013, related to Retuee
Healthcare will be i 1nc01p01 ated into the OF#3 Memorandum of Agleement

The City and OE#3 agree to meet and confer over retirement benefits upon request of either
party in the event that the pension modification ballot measure, also known as Measure B, in part
or in whole, is declared invalid or otherwise modified or changed by any court of competent
jurisdiction or any other administrative process, or by any applicable State or Federal law or

regulation.

Negotiations between the City and OE#3 will commence within 14 days upon notice from either
party that any action referenced in the previous paragraph has occurred. The City and OE#3 will
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negotiate in good faith in an effort to reach a mutual agreement. Applicable impasse dispute
resolution procedures shall apply.

The City and OE#3 agree to meet and confer over economic provisions contained in this
Agreement during the term of the Agreement, but no earlier than July 1, 2014. This may include
but is not limited to wages and benefits provided by the City.

Negotiations between the City and OE#3 shall commence within 14 days upon notice by either
party, but no earlier than July 1, 2014. The City and OE#3 shall negotiate in good faith in an
effort to reach a mutual agreement. Applicable impasse dispute resolution procedures shall

apply.

PUBLIC OUTREACH/INTEREST

D Criteria 1: Requires Council action on the use of public funds equal to $1 million or
greater.
(Required: Website Posting)

D Criteria 2: Adoption of a new or revised policy that may have implications for public
health, safety, quality of life, or financial/economic vitality of the City. (Required: E-
mail and Website Posting)

D Criteria 3: Consideration of proposed changes to service delivery, programs, staffing that
may have impacts to community services and have been identified by staff, Council or a
Community group that requires special outreach. (Required: E-mail, Website Posting,
Community Meetings, Notice in appropriate newspapers)

While this action does not meet any of the criteria listed, this memorandum will be posted on the
City's website in advance of the February 11, 2014, Council Agenda.

COORDINATION

This memorandum was coordinated with the City Manager’s Budget Office and the City
Attorney’s Office.

COST SUMMARY/IMPLICATIONS

The ongoing increased annual direct cost of the 2% general wage increase is approximately $1.2
million in all funds (approximately $425,000 in 2013-2014), of which approximately $360,000 is
in the General Fund (approximately$130,000 in 2013-2014). The cost of the non-pensionable
lump sum will be approximately $302,400. This funding is contained in the -Employee
Compensation Planning Reserves in the General Fund and all other special funds, as appropriate,
in the 2013-2014 Adopted Operating Budget. In the 2013-2014 Mid-Year Budget Review,
scheduled for City Council consideration on February 11, 2014, funds are recommended to be
reallocated from the Employee Compensation Planning Reserve to individual department
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personal services budgets to cover this cost. If this memorandum is not approved, savings in
those personal services budgets will be realized at the end of the year. These figures do not
include the other costs associated with the changes in compensation for education
reimbursement, shift differential, sick leave payout, and protective eyewear that w111 be incurred
during the term of this agreement.

CEQA

Not a Project, File No, PP10-069(b), Personnel Related Decisions.

Alex Gurza

Deputy City Manager

For questions please contact Alex Gurza, Deputy City Manager, at (408) 535-8155.



2013 OE#3 NEGOTIATIONS

MEDIATOR’S RECOMMENDED SETTLEMENT

July 1, 2013 — June 30, 2015
WAGES
Year One (1):

2% general wage increase effective the first pay period following ratification by the membership and
approval by the City Council.

e Onetime lump sump payment of four hundred and fifty dollars ($450.00) payable within two (2)
pay periods following ratification by the OE#3 membership and approval by the City Council for
full-time employees who were employed in OE#3 represented positions on July 1, 2013, and are
still employed in OE#3 represented positions effective the pay period following ratification and
Council approval.

SHIFT DIFFERENTIAL =~ .-
See Attached .
PROTEGTIVE PRESCRIPTION SAFETY GLASSES =~ . = .
See Attached
V‘PRQT'E’CTE\!EQLQT HING
See Attached - |
See Attached |
SICK LEAVE PAYOUT.
See Attached

| VACATION AND PERSONAL LEAVE"
See Atfached | |
‘CAREER DEVELOPMENT
See Attached

CALL BACK'AND STANDBY PAY . =

See Attached

See Attached

DISABILITY LEAVE SUPPLEMENT = 0" o

January 22, 2014 /M/ L/

Page 1 0of 2

See Aached -

'/' 02;// '




2013 OE#3 NEGOTIATIONS

MEDIATOR’S RECOMMENDED SETTLEMENT

SUBSTANCE ABUSE POLICY =

See Attached

OVERTIME CALCULATION ="

See Attached

Housekeeping - Tentative Agreement Reached on May 1, 2013

'Higher Class Pay - Tentative Agreement Reached on May 22, 2013
Holidays - Tentative Agreement Reached on May 22, 2013
Grievance Procedure - Tentative Agreement Reached on May 22, 2013
Health and Dental In Lieu - Tentative Agreement Reached on May 22, 2013

T ‘
o Retiree Healthcare Stakeholder Solutions Working Group and Negotiations — Side Letter
Agreement Reached on June 11, 2013

REOPENERS -

Retiree Healthcare — The cohtract language contained in the agreement reached on June 11, 2013,
shall be incorporated into the OE#3 Memorandum of Agreement.

Notwithstanding any other provision of this Agreement, the parties agree to meet and confer over
retirement benefits upon request of either party in the event that the pension modification ballot’
measure, also known as Measure B, in part or in whole, is declared invalid or otherwise modified or
changed by any court of competent jurisdiction or any other administrative process, or by any
applicable State or Federal law or regulation.

Negotiations between the City and OE#3 shall commence within 14 days upon notice from either
party that any action referenced in the previous paragraph has occurred. The City and OE#3 shall
negotiate in good faith in an effort to reach a mutual agreement. Applicable impasse dispute
resolution procedures shall apply.

Notwithstanding any other provision of this Agreement, the parties agreé to meet and confer over
economic provisions contained in this Agreement during the term of the Agreement, but no earlier
than July 1, 2014. This may include but is not limited to wages and benefits provided by the City.

Negotiations between the City and OE#3 shall commence within 14 days upon notice by either party,
but no earlier than July 1, 2014. The City and OE#3 shall negotiate in good faith in an effort to reach a
mutual agreement. Applicable impasse dispute resolution procedures shall apply.

January 22, 2014
Page 2 of 2
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MEDIATOR’S RECOMMENDED SETTLEMENT

City Counterproposal.

ARTICLE5 WAGES AND SPECIAL PAY

53  Shift Differential. Eligible employees, as defined herein, regularly assigned to work a
swing shift shall be paid a shift differential of $1.556 per hour for each eligible hour, as
defined herein, to the nearest fifteen (15) minutes, of work performed. Eligible
employees, as defined herein, regularly assigned to work a graveyard shift shall be paid
a shift differential of $1.75 per hour, as defined herein, to the nearest fifteen (15) minutes
of work performed.

5.3.1 Eligibility and Application. To be eligible for payment of shift differential, an
employee must be assighed to an on-going, régular shift of eight (8) hours or
more which is regularly scheduled to start between the hours of:

a) 2:00 p.m. and 11:59 p.m. (i.e. swing shift), or
b) 12:00 midnight and 5:59 a.m. (i.e. graveyard shift)

If the employee’s shift starts within the time period defined above and the
employee works a minimum of two (2) hours within that time period, the
employee shall be compensated with shift differential for the entire shift.

If the employee’s shift starts within the time period defined above and the
employee works less than two (2) hours within that time period, the employee
shall be compensated with shift differential for the number of hours of work
actually performed within that time period.

5.3.2 Except as otherwise required by applicable State or Federal law, shift differential pay shall not
be included as regular compensation in computing other benefits.

~

g (pehend 1221y

City of San Jose
January 22, 2014

v
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City Counterproposal:

5.21 Protective Prescription Safety Glasses.

59211 The City agrees to reimburse eligible employees who require the use of
prescription lenses and are in positions that require the use of protective safety
glasses for the purchase of protective prescription safety glasses for up to
$150.00 for full-time employees when it is determined by the Director of Human
Resources. or designee, that protective prescription safety glasses are required.
The City will replace protective prescription safety glasses as needed, but no
more than once per calendar vear. An individual may select an approved style
thatis more expensive than the City maximum by paying the difference.

City of San Jose W%
January 22, 2014 ,

o laald
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City Proposed Language:

5.14 Protective Clothing.

eligible employees for the purchase of protective footwear for up to $150 for full-

time emplovees when it is determined by the Director of Human Resources or
designee that protective footwear is required for the full-fime employee.
Protective footwear shall meet established Occupational Safety and Health
Administration’s (OSHA) standards, current American National Standard for
Personal Protection- Protective Footwear standards and requirements _as
determined by the City Safety Officer or designee. The City will replace
protective footwear as needed, but no more than once per calendar vear. An
individual may select an approved style that is more expensive than the City
maximum by paying the difference. ‘

™

City of San Jose | W
January 22, 2014 ,
7 /Qﬁ//‘// |

o /(/4%/% A5 oy
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s

Article 11 SAFETY

City Proposed Language:

| 11.1  The City shall provide a reasenably-safe and healthy working environment in accordance
with applicable State and Federal laws and regulations. The Union agrees that where
safety devices or protective equipment is required or furmnished, its use shall be
mandatory. ‘ :

11.2  An employee who believes their work assignment is unsafe or believes a safety violation
exists and for that reason refuses to perform such assignment, will first report such
unsafe conditions to their immediate supervisor and try and resolve it at that level. The
employee may at any time request that a union representative and an OE#3 Safety

Officer be present for any part of the process. } jes

I o
-----

11.3 If the employee is not satisfied with the response of the immediate supervisor, the
employee may report the unsafe conditions to the Department Director or Designee or
the Department Safety Officer and try to resolve it at that level.

11.43 |f_the employee is not satisfied with the response of the Department Director or
. Designee or the Department Safety Officer, the employee may request that the City -
make a determination as to the safeness of the work assignment _in accordance with
Cal/OSHA regulations. If the City is asked to make a determination, an employee will be
assigned other duties if other duties are available while an investigation is underway. If
no other duties are available, the employee shall be placed on a leave of absence
without pay. pending the above determination. No other employee shall be assigned the
work assignment in dispute until after a determination is made by the City’s designated

SafetyO er-{o-make—a-a A ! s 3 O 3
guestion—If the assignment is d termined to be unsafe, the employee shall be
reimbursed for any time lost due to the refusal to perform.—f-the-employee-disagrees
N Aite Sofaty Officorand .

11.54 No provisions of this Atticle shall be subject to the grievance procedures of this
-7 - Agreement. - If the Union is not satisfied with the City's -determination, the Union can -~

City of San Jose

: ‘ ‘ ‘Jan[;lary%Z,fZZOM Wr
WAL, T - U ety

/4{
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request to meet with the Ofﬂce of Emplovee Relatlons to dlscuss the CltVS

s

City of San Jose
January 22, 2014
Page20f2 . , ,
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City Counterproposal.

18.2 Any employee hired on or after September 30, 2012, shall hot be eligible for sick leave
payout. :

18.3 ~ Upon a release of claims provided by the City being signed by the retiree, retroactive
payments shall be made to eligible employees in the Federated City Retirement System,
who retired on or after January 1. 2012, and before the date that this proposal is ratified
and approved by the City Council, who were eligible for a sick leave payout at the time of
their retirement under the requirements contained herein and did not receive the payout
because the payouts were eliminated prior to their retirement. Retirees will be eligible for
a payout of the amount of unused sick leave hours accrued as of December 31, 2011, or
the date of their retirement, whichever is less. Payouts will be based on the provisions
contained in Sections 18.5 and 18.6 below. This will resclve any claims related to sick
leave payout upon retirement.

18.4 For employees hired on or before September 29, 2012, a sick leave payout shall be
made to full-time and part-time benefitted employees who are members of the Federated
City Retirement System at the time of retirement or death under one of the following
scenarios:

18.4.1 Federated Retirement Plan. The employee is: a) a member of the Federated
Retirement Plan, and: b) retired under the provisions cited in the plan, and; ¢)
credited with at least 15 years of service in this retirement plan, or, d) credited
with at least 10 years of service prior to a disability retirement.

18.4.2 Separated Employee with Vesting Rights. The employee has: a) separated from
service with the City and has not been terminated for cause as defined by San
Jose Municipal Code (SJMC) Section 3.04.1370 and; b) retained vesting rights in
a retirement system according to provisions in the SJMC, and; ¢) following such
separation, qualifies for retirement and retires under the provisions cited in the
code. and: d) has at the time of retirement credit for at least 15 years of service in
the applicable retirement plan.

18.4.3 Death During Service. The estate of any full-time employee who dies while in
City service and prior to retirement, even though the employee is not credited
with at least 15 years of service in any applicable retirement plan:

18.4.4 Death of Separated Employee. The estate of any full-time employee who: a) -
has separated from service with the City and has not been terminated for cause
as defined by San Jose Municipal Code (SJMC) Section 3.04.1370 but had
retained vesting rights in a retirement system according to provisions in_the
SJMC. and: b) dies prior to becoming eligible for retirement allowances as cited
under provisions of the SIMC, and; c) has at the time of death credit for at least
15 years of service in the applicable retirement plan.

18.5 Effective June.22, 2013, for purposes of calculating a sick leave payout, employees’ sick
‘leave balances and hourly rates shall be frozen. This means that an employee will

\

City of San Jose
‘ January 22, 2014 ‘ ‘
M‘//é“//;/?é 220 - PRenepod
| . 4 | | / /ZyL 97/ (//
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receive no more for a sick leave payout, after having met the requirements set forth
above, than he or_she would have been entitled to on June 22, 2013. Any sick leave
usage after June 22, 2013, will come first from the sick leave balance accrued after June
22.2013. An employee will continue to accrue sick leave after June 22, 2013, but it may
not be used for sick leave payout purposes. ‘ ’

For example, if an_ employee’s hourly rate is $40 and his or _her sick leave balance is
1000 hours on June 22. 2013, then if he or she meets the eligibility requirements
contained herein. the payout of a sick leave balance at the time of retirement will be
based on the formula below, and shall be based on no more than 1000 hours and an
hourly rate of no more than $40. This will occur even if the employee has subsequently
earned more than 1000 hours in sick leave or received a pay increase to an hourly rate
higher thah $40. In this example, if the employee does not have available sick leave to
use that was accrued after June 22, 2013, and uses sick leave and reduces their sick
leave balance on June 22, 2013, to 800 hours, they will only be entitled to a sick leave
payout of 800 hours, regardless of any sick leave accrued after June 22, 2013. This
means that if sick leave payout hours are reduced by usage, they are not able to be re-
established in the sick leave balance subject to payout.

18.6 Pavout shall be determined as follows.

18.6.1 Payout shall be determined as follows: If a full-time or eligible part-time
employee at the time of retirement or death has earned unused sick leave hours,
the employee or Estate shall be paid the equivalent of a specified percent of their
hourly rate of pay as of June 22. 2013, multiplied by the total number of
accumulated and unused hours of sick leave as of June 22, 2013 (minus any sick
leave hours as of June 22, 2013, which were used), as follows:

18.6.2 Less than 400 hours - Hours accumulated as of June 22, 2013 X
50% of hourly rate as of June 22, 2013;

or 400 - 799 hours - Hours accumulated as of June 22, 2013 X
60% of hourly rate as of June 22, 2013;

‘or 800 - 1200 hours - " Hours accumulated as of June 22, 2013 X
75% of hourly rate as of June 22, 2013.

187 Use of previously accumulated sick leave hours. For purposes of determining the total
number of accumulated and unused hours of sick leave of a full-time employee at the
time of retirement or death, unused sick leave from prior periods of employment before
June 22, 2013, with the City shall be used. However, previously accumulated sick leave
shall be credited to the employee for use during an employee’s current employment

period.

City of San Jose : v -
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12013 CITY OF SAN JOSE - OE#3 NEGOTIATIONS
MEDIATOR’S RECOMMENED SETTLEMENT

\ND PERSONAL LEAVE

ARTICLE 17 VACATION AND PERSONAL LEAVE

City Proposed Language:

17.4

Personal Leave. Effective the first pay period of each payroll year, each full time

employee shall be entitied to a maximum of 46-twenty four (24) hours of personal leave
per 26 pay period cycle. Such leave may be scheduled in fifteen (15) minute
increments, at any time, subject to approval of the supervisor. Personal leave is not
accrued. Any such leave not taken by the date of termination for employees terminating
during the year, or by the end of the last pay period in the calendar year for other
employees shall not be paid out nor carried over to subsequent years. Under no
cifcumstances, such as promotion, transfer, and/or rehire, shall an employee receive
more than twenty four (24) 46-hours of Personal Leave in any given calendar year.

17.4.1 First Year of Employment. An employee hired after July 1 shall be provided a
maximum of eight-twelve {8} (12) hours of personal leave in the first calendar
year of employment. :

o]

City of San Jose g WW/WU
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2013 CITY OF SAN JOSE — OE#3 NEGOTIATIONS
MEDIATOR’S RECOMMENED SETTLEMENT

City Counterproposal:

ARTICLE5 WAGES AND SPECIAL PAY

5.12 Career Development. The City is committed to assisting employees with career growth
and development and agrees to the following:

5.12.1 Tuition Reimbursement Program. The City will reimburse each employee 100%

| of expenses incurred, up to $560-00-750.00 per fiscal year, for registration, tuition
and textbooks for college accredited courses which are either related to or
beneficial for the employee’s current position or related to or beneficial for a
lateral transfer, promotion or other career opportunity within the City service.
Section 4.3.1 of the City Policy Manual outlines additional details of the program.

‘ This-amourt-Of the $750.00, up to $500 may be used for non-callege accredited
courses, workshaps, membership dues in professional associations, professional
licenses, and professional certificates as approved by the Department Director or
designee.

w2/ ,Zé oo 35, 2014 | Wﬁ



2013 CITY OF SAN JOSE - OE#3 NEGOTIATIONS
MEDIATOR’S RECOMMENED SETTLEMENT

City Counferproposal:

5.8. Call Back Pay. Any employee who is called back to work after working their scheduled
shift and departing from their place of employment shall be credited with-overtime for the
time worked, or for three (3) hours at the appropriate rate (1.5), whichever is greater. An

alaWata ac a
> >

. _ This section shall apply on either a workday .
after the employee has departed from their place of employment oron a day off. It shall
not apply to scheduled overtime or during a regular shift. Employees who are called
back multiple times during a standby shift shall not receive additional pay until the
employee has worked a total of three hours, after which time the employee would be
eligible for additional pay, but only for actual hours worked.

59 Standby Pay. Employees who are required to perform standby duty shall be credited
with one (1) hour compensation at the appropriate rate (1.5) for each eight (8) hour shift
they the employee perform standby duty. In the event that the employee is called back
to work, they shall be entitled to the compensation provided by Section 5.89 above, i
addition to-in lieu of the one-hour of standby compensation for that eight (8) -hour shift.

purpose of calculating eligibility for overtime.

SN

City of San Jose -
January 22, 2014 ‘
Page 1 of 1 , , , /

ol




2013 CITY OF SAN JOSE — OE#3 NEGOTIATIONS -
- MEDIATOR’S RECOMMENED SETTLEMENT :

[LEAVES OF ABSENCI

City Proposed Language:

ARTICLE 13 LEAVES OF ABSENCE

13.7 Voluntary Separation From Employment. Any employee who is absent without
notification to the Department Director or other designated authority, for two (2)
consecutive work shifts, shall be considered a voluntary separation from employment
unless the failure to report, as determined by the City, is due to extenuating
circumstances beyond the control of the employee. An employee will be considered to
be absent without notification pursuant to this Section, if notification is not provided prior
to the commencement of the second consecutive shift.

1

City of San Jose W
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- 2013 CITY OF SAN JOSE - OE#3 NEGOTIATIONS -
MEDIATOR’S RECONMMENED SETTLEMENT
DISABILITY LEAVE SUPPLEMENT

City Proposed Language:

ARTICLE 19 DISABILITY LEAVE

" 19.1  Disability Leave Supplement

Disability Leave Supplement (DLS) is the benefit provided pursuant to this Article, which

when added to Workers' Compensation. Temporary Disability (WCTD) results in
\ providing employees 85% of their regular base salary. Effective the first pay period

following ratification by the membership and approval by the City Council employees
shall no longer be eligible to receive DLS. ‘

19.10 Integration

l After the maximum time limit specified in Article 19.6, and effective the first pay period
following ratification by the membership and approval by the City Coungil, the integration
of an employee’s available leave will occur in the following order: (1) accrued Vacation

hours, (2) earned Compensatory Time once Vacation has been exhausted, and (3)
accrued Sick Leave once Vacation and Compensatory Time have been exhausted.

o In no event shall an employee receive an amount, including any Workers'
Compensation Temporary Disability payments, in excess of the employee’s regular
base salary.

Yo

City of San Jose - WMM

January 22., 2014 | , //&‘ﬁ/]/l//




2013 CITY OF SAN JOSE — OE#3 NEGOTIATIONS -
MEDIATOR’S RECOMMENED SETTLEMENT

[SUBSTANCE ABUSE POLIC

ARTICLE 31 SUBSTANCE ABUSE TREATMENT PROGRAM

City Proposed Language:

» O

w P
o @
™0
++ D

ts ad are suject to—the—terms—and—cendition eg

ibit . Substance Abuse Program. Full-time employees, and part-
time employees eligible for benefits under Section 22.1 of this agreement, shall be eligible for
substance abuse treatment benefits and are subject to the terms and conditions of the City of

San Jose Substance Abuse Program & Polig@

- Exhibit I

Exhibit [l, Substance Abuse Program and Policy will be removed in the contract. City Policy
Manual Section 1.4.2 will apply to employees represented by OE#3.

City of San Jose

January 22, 2014 , W%(/ |




2013 CITY OF SAN JOSE — OE#3 NEGOTIATIONS
MEDIATOR’S RECOMMENED SETTLEMENT

[OVERTIME CALCULATION

Proposed Language:

6.6 Hours assigned and worked in excess of forty (40) hours per week shall be
compensated by overtime pay or compensatory time at 1.5 times the hourly
rate for the number of overtime hours worked. Paid time off, with the exception
of holiday leave, shall not be considered time worked for the purpose of
calculating eligibility for overtime.

6.6.1 Notwithstanding 6.6 above, any full-time employee who works in excess
of twelve (12) continuous hours shall receive two times the base hourly
rate for all hours worked in excess of twelve (12) continuous hours.
Notwithstanding 6.1, to be eligible for double time, paid absences shall
not count towards determining eligibility for overtime at the 2.0 rate.

6.6.2 Double Backs. All double-backs (two non-consecutive shifts of at least
eight (8) hours each within a 24-hour period) at the Water Pollution
Control Plant will be compensated by a four hour premium (recorded as
1.0 OOT). This provision applies only to employees who work ina
twenty-four (24) hour operation at the Water Pollution Control Plant and
excludes employees who voluntarily shift trade, but includes relief
personnel and shift changes.

%/0%&1 /7/%/% City of San Jose Wy\/m)
S //é 2//% | January 22, 2014 | | //327/(/
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City Proposed Language:

Article 5 - WAGES AND SPECIAL PAY
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Article 6 - HOURS OF WORK AND OVERTIME

6.3.2 A department may change the workday or work schedule in a section including the
adoption of a four day, ten hour per day schedule, or, at the Water Pollution Control
Plant, a 12-hour shift schedule, if it determines such schedule is in the City's best
interest. Any employee who initiates or is placed on an alternative work schedule
after March 31, 1993 will be subject to the terms and conditions contained in Article

| 34-32 of this agreement.

Article 18 — SICK LEAVE

18.1.2.3 Anything in this Article to the contrary notwithstanding, an employee who, pursuant to
the provisions of Article 19 of this Agreement, has been receiving temporary disability
leave compensation and who has received the maximum allowable amount of such
compensation pursuant to Article 19, and who is entitied to Workers' Compensation -
temporary disability benefits, and has exhausted all other available paid leave shall be
permitted to utilize accrued sick leave subject to the following restrictions: Sick Leave
shall be utilized in ene-half-heufitteen (15) minute increments, but in no event shall an
employee receive an amount, including any Workers' Compensation temporary
disability compensation, in excess. of such employee's regular base pay.

*This agreement is considered tentative and shall hot be considered final or binding until a final
agreement on all terms has been reached and both ratified by union members and-approved by
the City Council. ' '

FOR THE CITY: . o FORVTHEUNION‘:' -
oo Sl s % /3

\Jénnifer Schembri Date Bill Pope / @/,Z " Date
Deputy Director » _ Business'Répresentative

Operating Engineers, Local 3

City of San Jose '
May 1, 2013
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TENTATIVE AGREEMENT

City Proposed Language:

l . ARTICLE 5 WAGES AND SPEGIAL PAY

54 Working in_a Higher Classification.

54.1 Upon specific written assignment by the Department Director or designee, an employee
who is not on probation may be required to petform the duties of a higher classification.
Such assignments shall be made to existing authorized positions which are nat actively
occupied due to the temporary absence of the regularly appointed employee or a vacant
position. Assignments to a higher classification due to a vacancy shall not exceed six (6)
months. Once an employee reaches the six (6) month maximum in a specific higher
class assignment due to a vacancy, the employee shall not work in the same higher
classification for.at least six (6) menths, The six month limitations do not apply to the
temporary absence of the regularly appointed employee. :

54141 Employees specifically assigned in writing to duties of a higher

. classification, pursuant to section 5.4.1, shall be compensated at the rate

l in the salary range of the higher class which is at least one—{1)-salary
ratelstepfive percent (6%) higher in the salary range schedule than the

rate received by the employes in the employee's present class provided,

however, that the employee shall not receive any compensation unless

: the assignment is for at least 50% or more of the scheduled shift or

‘ longer._Notwithstanding any other provision of this section, in no_event

shall an employee receive any amount in excess of the top of the salary
ranae of the higher classification.,

If the assignment is for at least 50% or more of the shift and the
employee completes the assignment, they shall be compensated for the
entire shift provided that the employee works the remainder of the shift
and does not take pald or unpaid leave. If, as provided above, the
employee is eligible for compensation at the higher rate, and following
the higher class assignment, the employee takes paid or unpaid leave,
the employee shall only be compensated at the higher rate for hours
actually worked in the higher class. :

*This agreement is considered tentative and shall ndf be considered final or binding until a final
agreement on all terms has been reached and both ratified by union members and approved by the City

- Council,
FOR THE cITY: ) | FOR THE/UNIONS: ) '
. ‘ /_,:/'
Wapilovi 5 [22]13 y A ey ST
Jennifer Schembri Date - Bill Pope ‘[ 7<7~ Date
Deputy Director . Business Representative

Operating Engineers, Local 3

City of San Jose
May 22, 2013
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City Proposed Language:

ARTICLE 16 HOLIDAYS

16.1  Exceptas otherwise provided, each full-time employee who is on paid status before and
after the holidays specified below shall be entitled to paid holiday leave on each of the
following specified days, and on no other day, during the term of this Agreement.

New Year's Day Columbus Day

Martin Luther King Day Veterans Day

President’s Day . Thanksgiving Day

Cesar Chavez Day Day After Thanksgiving -
Memorial Day o Christmas Eve Day
Independence Day. | ‘ Christmas Day

Labor Day | . New Years Eve Day

*This agreement is consldered tentative and shall not be considered final or binding until a final
agreement on all terms has been reached and both ratified by union members and approved by
the City Council.

FOR THE CITY: . FOR THE UNIONS:

| 5lozliz s

nifer Schembri Date ill Pope
Deputy Director ' Business Representative
Operating Engineers, Local 3

City of San Jose
May 22, 2013
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TENTATIVE AGREEMENT

City Proposed Language:

. ARTICLE 12 GRIEVANCE PROCEDU.RE'

121 Any dispute between the City and an Employee, of, where provided, the appropriate '
representative of the Union, regarding the interpretation or application of the written
Memorandum of Agreement, or the interpretation or application of the Employer-
Employee Resolution No. 39367, as amended, shall be considered a grievance. A
grievance may be initiated only by the emploeyee directly affected except as otherwise

provided

herein. Where the dispute directly affects a significantly large group of

employees in the representation unit, the appropriate-Union representative may file a
grievance on behalf of such employee(s). ,

12.7.3

The parties may mutually agree upon the selection of the arbitrator or shall
jointly request the State of California Mediation and Conciliation Service to

“provide a list of seven (7) persons qualified to act as arbitrators._Any costs

associated with the mutually agreed upon joint request for a list of persons
qualified to_act as. arbitrators_from_the State of California_Mediation and
Conciliation Service shall be divided equally between the partiés. The' City will
process_the joint request after receiving the Union’s share of the cost for
obtaining the list. '

*This agreement is considered tentative and shall not be considered final or binding until a final
* agreement on all terms has been reached and both ratified by union members and approved by

_ the City Council.

- FOR THE CITY:

Deputy Director

| | FORTHI?UNIONS: @ 'g/ -
4 W gJZ{”Jl% ////%m//( '/ = ;‘@/3

Date Bill Pope
' Business Representative
Operating Engineers, Local 3

Date

City of San Jose -
May 22, 2013
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‘ ARTICLE § WAGES AND SPECIAL PAY

City Proposed Language:

57.2 The payment-in-lieu of health and/or dental insurance program is availa

ble to full-
five (35)

l time employees who are not on a reduced workweek of less than thirty

reqular work hours per week or unpaid leave and have alternate group health
and/or dental coverage. To qualify, an employee must provide proof of alternate
group coverage to Human Resources. Alternate coverage must be acceptable
. by the City.

5.7.4 Payments for the in-lieu insurance program will be discontinued if an employee
pecomes ineligible for the program. An employee's ineligible status would include
but not be limited to the following situations, employment status changes from full
to part time, employee is on an unpaid leave of absence, employee is on a .
reduced workweek_of less than thirty-five (35) reqular work hours per week, or ‘

employee loses or does hot have alternate insurance coverage. An employee
whose in-lieu payments are discontinued may enroll, if eligible, in a health and/or

dental plan during the next annual open enroliment period.

*This agreement is considered tentative and shall not be considered final or binding until a final
agresment on all terms has been reached and both ratified by union members and approved by

the City Counclil.

FOR THE CITY: FOR THE UNIONS:

SRR~ 13

QAo sy s e
ennifer Schembri Date Bill Pope -

Operating Engineers, Local 3

City of San Jose
May 22,2013
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Deputy Director Business Representative

Dale
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Proposed Language:

| ARTIGLE 27 RETIREE HEALTHCARE FUNDING AND BENEFITS

27.1

27.2

27.3

Effective June 28, 2009, the City and the Union began-transitioninghave agreed
fo transition from the current partial pre-funding of retitee medical and.dental

" healthcare benefits (referred to as the “policy method”) to pre-funding of the full

Annual Required Contribution (ARGC) for the retiree healthcare plan (“Plan”). The

transitlon ohall ha arcampliched-b nhaacina into full\r fulnrﬁnm tha ARG avar o

\ £
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inningbegan on June 28, 2009. The Plan’s initial
unfunded retiree healthcare liability shall be fully amortized over a thirty year

‘period so that it shall be paid by June 30, 2039 (closed amortization).

Amortization of changes in the unfunded retiree healthcare liability other than the
initial retiree healthcare liability (e.g. gains, losses, changes in actuarial
assumptions, etc.) shall be determined by the Plan’s actuary. The City and Plan
members (active employees) shall contribute -to funding the ARC in the ratio
currently provided under Section. 3.28.3850(C)}+H-and—{3) of the San Jose
Municipal Code. Specifically, contributions for retiree medical benefits shall be
made by the City and members in the ratio of one-to-one. Contributions for
retiree dental benefits shall be made by the City and members in the ratio of
eight-to-three.  When determining the contribution rates for the Plan, the Plan
actuary shall continue to use the Entry Age Normal (EAN) actuarial cost method
and a discount rate consistent with the pre-funding policy for the Plan as outlined
in this Article. : .

The Municipal Code and/or applicable plan documents shall be amended_to the
extent necessary in accordance with this agreemente-aseve.

The phase-in to the ARC shall be dbv i j ,
rod), effective on the first pay petiod of the City's fiscal year in
each succeeding year.—Thethe first increment of-the—phase-in-shall-be-which

- was effective on June 28, 2009. It is understood that because of changes

resulting from future actuarial valuations, the.amount of eash-inereasethe ARC
may vary upward or downward. The Plan member cash contribution rate shall
not have an incremental increase of more than ,75% of pensionable pay in each
fiscal year and the-City cash contribution rate shall not have an incremental
increase of more than .75% of pensionable pay in each fiscal year, For example,
if the members’ contribution rate is 4% of pensionable pay, the subsequent fiscal
years contribution rate for retitee healthcare cannot exceed 4.75% of
pensionable pay. Notwithstanding the limitations on the incremental increases,

j ia. the City and plan members shall be
contributing__the _contribution rate based upon the full Annual Required
Contribution. beginning on December 21, 2014, [n subsequent fiscal years, the
City and the plan members shall be contributing -the full Annual  Reguired

City of San Jose
Page 1 of 5
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TENTATIVE AGREEMENT

27.4

" Contribution in the ratio currently provided under Section 3.28.3850-{C)-{H-and
{3)-of the San Jose Municipal Code.

The City has established a qualified 115 trust (”TrQst"). Employee confributions

27.5

will begin doing into the Trust in time to avoid any potential of reaching the IRS
limits on the existing medical benefits account or upon receipt of a ruling from the
IRS that the contributions can be treated as pre-tax, whichever occurs first.

If employee contributions are deposited into the Trust prior to receiving a ruling
from the IRS that the contributions can be treated as pre-tax_and the City
subsequently receives an IRS determination that the contributions should be
treated as post-tax, the City agrees to ‘indemnify any employee as to any IRS
liability arising solely from the contributions that were taken as pre-tax prior to the
IRS determination. The City and the Employee QOrganization will immediately
meet and confer over an alternative trust vehicle for the progpective contributions
should the IRS determine that the contributions are post-tax.

| 27.6_tis the objective of the parties that the Trust created pursuant to the above shall

27.7

become the sole funding vehicle for Federated retiree healthcare benefits,

~ subject to any legal restrictions under the current plan, or other applicable law.

Employees hired into full-time benefited positions on or after the first payperiod

27.8

following the effective date of the ordinance implementing this _provision
(“Effective Date”) will not participate in or be eligible for the defined benefit retiree
‘healthcare program. The City will pay the unfunded liability contribution that
these employees and the City would have otherwise paid had they gone into the
retiree healthcare defined benefit program. :

Neither the City nor the Employee Organization Waiveé any rights or assertions,

each may have, related to the retiree healthcare benefit through' any of the
provisions of this Article.

ARTICLE 9 FULL UNDERSTANDING, MODIFICATION AND WAIVER

9.1

This Agreement sets forth the full and entire understanding of the parties
regarding the matters set forth herein, and any and all prior ot existing
Memorandums of Agreement, understandings and agreements, whether formal
or informal, are hereby superseded and terminated in their entirety.

City of San Jose
Page2of 5
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9.2

Existing benefits provided by ordinance or resolution of the City Council or as .

- provided in the San Jose Municipal Code and which are referenced in the -

Agreement shall be provided in accordance with the terms of the Agreement.

It is the intent of the parties that ordinances, resolutions, rules and regulations-
enacted pursuant to this Memorandum of Agreement be administered and

Although nothing in this Agreement shall preclude the parties from mutually
agreeing to meet and confer on any subject within the scope of representation
during the term of this Agreement, it is understood and agreed that neither party
may require the other party to meet and confer on any subject matter covered

herein or with respect to any other matter within the scope of representation

9.5.1 Notwithstanding any other provision_of this Adgreement, the parties
agree to meet and confer over retiree healthcare benefits and funding
upon request of either party, but no earlier than January 1, 2014. This
may include but is not limited to alternatives to the unfunded liability
and options for current employees that comply with IRS regulations.

9.5.2 Negotiations between the City and Employee Organization _shall
commence within 14 days upon notice of either party, but no earlier
than January 1, 2014, The City and Employee Organization shall
negotiate in good faith in an effort to. reach a mutual agreement.
Applicable impasse dispute resolution procedures shall apply. .

9.3
~ observed in good faith.
9.4
during the term of this agreement.
9.5 Healthcare Cost Mitigation.
55  Health Insurance

55.1 Effective January 1, 2014, all available plans will have a 4-tier rate
structure (Employee, Employee plus spouse/domestic partner, Employee
plus Child(ren) and Family). The premiums will be adjusted effective the
first payperiod in pavyroll calendar year 2014, which starts December 22,

2013.

City of San Jose
Page 30of 5
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552 Effective December 23, 2012, the City-pays eight-five percent (85%) of the
cost of the lowest priced Non-Deductible HMO plan for the employee or the
employee and dependent coverage and the employee pays fifteen percent
(15%) of the premium for the lowest priced Non-Deductible HMO plan. I
the employee selects a plan other than the lowest priced Non-Deductible
HMO plan, the employee pays the difference between the total cost of the
selected plan and the City's contribution toward the lowest priced Non-
Deductible HMO plan.

| Effective January 1, 2013, Kaiser Permanente Deductible_1500 HMO Benefit Plan 3800
| will be available to employees represented by OE#3 in addition to the existing plan .
options. ‘

5.6

Dental Insurance. The City will provide dental coverage for eligible full time
employees and their dependents in accordance with one of the two available
plans. Effective January 1, 2014, all available plans will have a 4-tier rate
structure (Employee, Employee plus spouse/domestic partner, Employee plus
Child(ren) and Family). The premiums will be adjusted effective the first
payperiod in payroll calendar year 2014, which starts December 22, 2013.

" City of San Jose
Page 4 of b
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This agreement

binding until ratified by the mem

is considered tentative and shall not be considered final or

bership and approved by the City Council. This

' document sets forth the full agreements of the parties reached during these

Agreement. The provisions se

negotiations. Anything not included in this document is not part of the Tentative

¢t forth above shall be. incorporated in any

successor Memorandum of Agreement.

FOR THE CITY: FOR THE UNION:
' L1013 4L A/ 4‘
Alex Gurza Date BillPope <~ (7 — Date’
Deputy City Manager Business Representative
Operating Engineers, Local 3
Y I IE
{_fennifer Schembri Date

(ehéryl Parkman

Deputy Direcy&mployee Relations |
~ -/ 7 Date ‘

Executive Analyst
Office of Employee Relations

City of San Jose
Page b5 of b
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Side Letter Agreement

RETIREE HEALTHCARE STAKEHOLDER SOLUTIONS WORKING GROUP
‘ AND NEGOTIATIONS

PURPOSE

The parties recognize the importance of funding the current retiree healthcare benefit,
and since 2009, have been increasing contributions into the plan in order to begin
paying the full Annual Required Contribution to ensure funding of the retiree healthcare
benefit.

- Neither the City nor the bargaining units have committed to close the plan. However,
new employees will not enter the existing retiree healthcare plan. Since current

employees share in paying the unfunded liabilities of the current retiree healthcare
benefit, new employees who are not in the current plan would not be making those
payments, The City has agreed to make the contributions towards the unfunded
liabilities that those new employees would have paid had they been in the current plan.
The City has agreed to do so in order to allow time for long-term solutions to be
developed by a Retiree Healthcare Solutions Working Group (“Working Group”) and
negotiations. '

The goal of the Working Group shall be to develop options that lead to long-term
solutions to the retiree healthcare issue.

The City and the Coalition' have agreed to immediately continue working on solutions to
retiree healthcare both through the Working Group and subsequent negotiations. The
parties are committed to working collaboratively towards long-term solutions and have
agreed to remain open to considering various options. The options considered will
include, but are not limited to, the following:

« Using high-deductible healthcare plans in combination with individual health
savings accounts; : .

o Limitations on the current retiree healthcare benefit in combination with individual
health savings accounts; ' ' :

Tiered healthcare benefit structures based on length of employment;

Madification of eligibility requirements;

Health plan design and rate structure changes;

Incentives for employees to work beyond normal retirement eligibility; and

The inclusion or exclusion of new employees in any modifications, or the

formation of a completely different plan for new employees.

1 The San Jose Federated Labor Coalition consists of the following nine (9) bargaining units:

Association of Building, Mechanical, and Electrical Inspectors (ABMEI), Association of Engineers and
Architects (AEA), Association of Legal Professionals (ALP), Association of Maintenance Supervisory
Personnel . (AMSP), City Association of Management Personnel (CAMP), Confidential - Employees’
- Organization (CEQ), - International ‘Brotherhood. of Electrical Workers (IBEW), Municipal Employees’. .
Federation (MEF) and International Union of Operating Engineers, Local #3 (OE#3).

Pags 1 of 4




Side Letter Agreement
Retiree Healthcare Stakeholder Solutions Working Group and Negotiations

RETIREE HEALTHCARE STAKEHOLDER SOLUTIONS WORKING GROUP
Facilitator:

By August 1, 2013, the City and the Coalition members will mutually agree on an
independent person or entity that is knowledgeable in the area of retiree healthcare
benefits to. facilitate the Working Group.

The facilitator will facilitate the discussions, provide information to the parties, and
generally assist in the development of options for long-term solutions. Upon the mutual
agreement of the City and Coalition members, other subject matter experts may be
engaged to assist in analyzing possible solutions. :

" The costs of the facilitator and any subject matter experts will be shared equally
between the City and the Coalition members.

Participation:

In addition to the City and a representative from each bargaining unit in the Coalition,
members of the Working Committee will include a representative of the retirees, and
any unrepresented employee group(s). '

Meetings:

The City and the Coalition will jointly schedule Working Group sessions in coordination
with the facilitator. More frequent and longer Working Group sessions will be scheduled
in the early stages of the process. The Working Group sessions will be open to
employees and the public. ' ‘

TIMELINE FOR RETIREE HEALTHCARE SOLUTIONS WORKING GROUP AND
NEGOTIATIONS: ' . . ,

The Working Group shall agree upon a facilitator no later than August 1, 2013. The time
period to schedule Working Group sessions will be from August 1, 2013, and conclude
no later than December 31, 2013, unless the parties mutually agree to extend the
timeframe. The City and the Coalition-agree that this process will not supplant the meet
and confer process regarding retiree healthcare.

. Negotiations between the City and the bargaining units shall-commence within 14 days
upon notice of either party, but no earlier than January 1, 2014, The City and the
bargaining units shall negotiate in good faith in an effort to reach a mutual agreement.
" Applicable impasse dispute resolution procedures shall apply. The paities intend to
meet and. confer through coalition bargaining. However, all parties reserve their
respective rights to withdraw from coalition bargaining. In such an event, the City and
any bargaining unit that withdraws from the Coalition will bargain separately.

Page 2 of 4




Side Letter Agreement

Retiree Healthcare Stakeholder Solutions Working Group and Negotiations

" This Side Letter Agreement is consider
healthcare with thé bargaining units an
overall retiree healthcare agreement.

ed part of the tenta’uve agreement on retlree
d shall become effective only as part of the
Each bargaining unit conducts separate

ratification processes, and this Side Letter Agreement shall be effective for those

bargaining units who ratify the overall
only during the term of those agreemen

FOR THE CITY:
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ts with each respective bargaining unit. '
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SAN JOSE

COUNCIL AGENDA: 2/11/14
ITEM:

Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR
AND CITY COUNCIL

SUBJECT: SEE BELOW

FROM: David Sykes

DATE: January 21,2014

O s | Wott |
Approved { < /g_\

Date ,/7_‘7//4

COUNCIL DISTRICT: 7

SUBJECT: REPORT ON BIDS AND AWARD OF CONSTRUCTION CONTRACT
FOR THE 5980 - ROBERTO ANTONIO BALERMINO PARK PROJECT

RECOMMENDATION

Report on bids and award of a construction contract for 5980 - Roberto Antonio Balermino Park
to the sole bidder, Suarez & Munoz Construction, Inc., in the amount of $1,789,000, and approve
a five percent contingency in the amount of $89,450.

OUTCOME
Approval of this construction contract will allow for the construction of Roberto Antonio

Balermino Park. Approval of a five percent contingency will provide funding for any
unanticipated work that may be necessary for the completion of the project.

BACKGROUND

The Roberto Antonio Balermino Park project site is an existing vacant 1.8 acre parcel, which is
bounded to the north and west by the Almaden Family Apartment complex on Almaden Road.
A sound wall and fire lane bound the southern edge and Almaden Road abuts the eastern edge.
The surrounding neighborhood is comprised of predominantly moderate to high density
apartments and light industrial uses. The park site was acquired by the City through the City’s
Parkland Dedication Ordinance requirements for residential developments on December 23,
2008.

Community meetings with the Almaden Road neighborhood were held in 2007 and 2008 to
reach consensus on a Park Master Plan. The Alma Neighborhood Action Council and the
Washington Area Community Coalition also had input during the community outreach process,
which resulted in the Master Plan that was the basis for this project. The Roberto Antonio
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Balermino Park Master Plan was approved by the Parks and Recreation Commission on
November 5, 2008. This park was originally named Almaden Road Park, but a name change
was recommended on behalf of the Alma Neighborhood Action Committee and the Muwekma
tribe and approved by Council on December 1, 2009. City staff worked closely with these
entities to bring about the name change.

The new park amenities will include children’s play areas, open passive turf area, a basketball
court, walkways, benches, picnic tables, shade structures, park signage, security lighting,
planting, irrigation and various other site furnishings. The park site is visually defined by a
paved and resilient surface plaza with a graphic design that echoes an Ohlone basket weaving
tradition.

As a tribute to the Park’s namesake, an interpretive sign panel will educate the community about
Roberto Antonio Balermino. Mr. Balermino was born circa 1782 to Ohlone-speaking parents
and grew up within Mission Santa Clara. By 1844, he owned property in the vicinity of this park

and herded livestock there. He built a one-bedroom adobe on his property which is still standing
at 770 Lincoln Avenue near Willow Glen.

ANALYSIS
Bids were opened on December 19, 2013, with the following results.

Variance Over/ (Under)

Contractor . Total Bid Amount Percent

Engineer’s Estimate $1,746,000 --- -

Suarez & Munoz Construction, Inc. $1,789,000 $43,000 2
(Hayward)

Suarez & Munoz Construction, Inc. submitted the sole bid in the amount of $1,789,000, which is
two percent over the Engineer’s Estimate. Staff considers this reasonable for the work involved
and recommends awarding to Suarez & Munoz Construction, Inc. Staff believes that the lack of
multiple bidders may be attributable to a number of other projects bidding in this same time
period. Suarez & Munoz Construction, Inc. has successfully completed a number of park and
trail projects for the City over the past ten years and has a positive professional reputation among
City staff. Commodore Park was recently completed by Suarez & Munoz Construction, Inc., on
November 8, 2013.

Council Policy provides for a standard contingency of five percent on park projects. The
standard contingency, which amounts to $89,450 in this case, is considered appropriate for this
project.
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Construction is anticipated to begin in April with completion in December 2014.

EVALUATION AND FOLLOW-UP

No additional follow up action with the Council is expected at this time.

PUBLIC OUTREACH/INTEREST

v Criterion 1: Requires Council action on the use of public funds equal to $1,000,000 or
greater. (Required: Website Posting)

D Criterion 2: Adoption of a new or revised policy that may have implications for public
health, safety, quality of life, or financial/economic vitality of the City. (Required: E-
mail and Website Posting)

D Criterion 3: Consideration of proposed changes to service delivery, programs, staffing
that may have impacts to community services and have been identified by staff, Council or
a Community group that requires special outreach. (Required: E-mail, Website Posting,
Community Meetings, Notice in appropriate newspapers)

This item meets Criterion 1: Requires Council action on the use of public funds equal to
$1,000,000 or greater. To solicit contractors, this project was listed on Bidsync and advertised in
the San José Post Record. This award memo will be posted on the City’s website for the
February 11, 2014 Council agenda. Several updates on the project during the design phase were
posted on Twitter (SanJoseTrails) and staff has met with representatives of the Ohlone nation
and San Jose State University administration.

COORDINATION

This memorandum and project have been coordinated with the Departments of Parks, Recreation
and Neighborhood Services, and Planning, Building and Code Enforcement, the City Attorney’s
Office and the City Manager’s Budget Office.

FISCAL/POLICY ALIGNMENT

This project is consistent with the Council-approved Budget Strategy FEconomic Recovery
section in that it will spur construction spending in our local economy.
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COST SUMMARY/IMPLICATIONS

L. AMOUNT OF RECOMMENDATION/COST OF PROJECT:
Project Delivery $ 530,435 *
Construction 1,789,000
Contingency 89.450
TOTAL PROJECT COSTS $2,408,885
Prior Year Expenditure ($211,577)
REMAINING PROJECT COSTS : $2,197,308
* A total of $211,577 was expended or encumbered through Fiscal Year 2013 for Project
Delivery cost.
2. COST ELEMENTS OF CONSTRUCTION CONTRACT:
Temporary Facilities, Mobilization, and SWPPP $110,000
Demolition and Site Clearing, Earthwork, Grading and 268,000
Drainage
Rigid Paving, and Decomposed Granite, and court 335,000
Shade Structure and Trellis, Landscape walls and Site 205,000
Furnishings
Playground Equipment and Playground Protective 350,000
Surfacing
Electrical and lighting 140,000
Planting, Irrigation, and Miscellaneous Site Amenities 381,000
TOTAL CONSTRUCTION CONTRACT AMOUNT $1,789,000
3. SOURCE OF FUNDING: 385-Construction and Conveyance Tax Fund: Parks Purposes
Council District 7
4, OPERATING COSTS: The new Roberto Antonio Balermino Park will have an operating
and maintenance impact of approximately $21,600 annually starting in 2014-2015.
These costs were included in the 2014-2018 Five-Year General Fund Forecast released in
February 2013, Staffis currently reviewing these operating and maintenance costs as
part of the 2015-2019 Five-Year General Fund Forecast.
BUDGET REFERENCE

The table below identifies the fund and appropriations proposed to fund the contract ’
recommended as part of this memo and remaining project costs, including project delivery,
construction, and contingency costs.
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2013-2014
Adopted Last Budget
Fund | Appn Total Amt. for Capital Budget Action (Date,
# # Appn. Name RC # Appn Contract Page Ord. No.)
Remaining Project Costs $2,197,308
Remaining Funding Available
385 7423 Roberto Antonio | 172175 | $2,288,000 | $1,789,000 V-423 10/08/2013
Balermino Park Ord. No. 29320
Total Current Funding Available $2,288,000 | $1,789,000
CEQA

Exempt, File No. PP08-166

/s/
DAVID SYKES
Director of Public Works

For questions, please contact Barry Ng, Deputy Director, at 408-535-8300.

Attachment: map
RR:jp:as
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SAN JOSE Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR FROM: David Sykes
AND CITY COUNCIL
SUBJECT: SEE BELOW DATE: January 21,2014

/) =
Approved C /gﬂ\. Date , /Z ’ // y;

SUBJECT: APPROVAL OF A LIST OF ENERGY AND UTILITY CONSERVATION
MEASURES FOR IMPLEMENTATION AND APPROVAL OF AN
ENERGY SERVICES AGREEMENT WITH CHEVRON ENERGY
SOLUTIONS TO IMPLEMENT THE CONSERVATION MEASURES

RECOMMENDATION

A. Adopt a resolution approving for implementation the energy and utility conservation
measures (“ECMs”) identified by Chevron Energy Solutions in Bundle 1A, and
authorizing the Director of Public Works to do the following contingent upon the City
obtaining the necessary financing and subject to the appropriation of funds:

L. Negotiate and execute a Bundle 1A Energy Services Agreement with Chevron
Energy Solutions to implement the Bundle 1A ECMs for a maximum
compensation of $2,979,320;

2. Establish a 15% contingency for the Bundle 1A Energy Services Agreement in
the amount of $424,398; and

3. Negotiate and execute one or more amendments to the Bundle 1A Energy
Services Agreement to increase the maximum compensation by an aggregate
amount not to exceed the contingency to pay for any unexpected work necessary
to complete the project.

B. Adopt a resolution authorizing the Director of Public Works to do the following

contingent upon the City obtaining the necessary financing and subject to the
appropriation of funds:

1. Approve for implementation the ECMs identified by Chevron Energy Solutions in
draft Bundle 1B if the Director concurs with Chevron Energy Solutions’ analysis
that the ECMs are feasible.
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2. Negotiate and execute a Bundle 1B Energy Services Agreement with Chevron
Energy Solutions to implement Bundle 1B for a maximum compensation of
$18,113,709 contingent on each of the following:

a. The Director approving the ECMs identified in draft Bundle 1B;

b. Chevron Energy Solutions having completed implementation of Bundle
1A in accordance with the Bundle 1A Energy Services Agreement and the
Director’s determination that the performance of the Bundle 1A ECMs are
providing the utility/energy savings set forth in the applicable investment
grade audit prepared by Chevron Energy Solutions; and

c. Chevron Energy Solutions completes Bundle 1A on schedule and at a cost
that does not exceed Chevron’s cost estimates, and provides quality work
and customer service as determined by the Director of Public Works.

3. Establish a 15% contingency for the Bundle 1B Energy Services Agreement in the
amount of $2,717,056.
4. Negotiate and execute one or more amendments to the Bundle 1B Energy

Services Agreement to increase the maximum compensation by an aggregate
amount not to exceed the contingency to pay for any unexpected work necessary
to complete the project.

OUTCOME

Staff’s recommendation will allow Chevron Energy Solutions (“Chevron”) to implement the
energy and utility conservation measures (ECMs) in Bundle 1A if the City obtains the necessary
financing and subject to the appropriation of funds. The utility cost savings resulting from
implementing the ECMs in Bundle 1A are projected to exceed the cost of implementing the
improvements. Staff intends to eventually recommend using any additional utility cost savings
to help fund other ECMs.

In addition, Staff’s recommendation would enable Chevron to implement the ECMs in Bundle
1B if the City obtains the necessary financing and subject to the appropriation of funds, and if the
Director does the following: (a) concurs with Chevron’s conclusion that the projects in Bundle
1B are feasible, and (b) determines that implementation of the ECMs in Bundle 1A are
performing as set forth in the investment grade audit as prepared by Chevron, and (¢) Chevron
completes Bundle 1A on schedule and at a cost that does not exceed Chevron’s cost estimates,
and provides quality work and customer service as determined by the Director of Public Works..
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Staff’s recommendation will assist the City towards achieving the following four Green Vision
goals:

Q
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Reduce Per Capita Energy Use by 50%
Receive 100% of Electrical Power from Clean, Renewable Sources

= Goal#3

Goal #4 - Build or Retrofit 50 Million Square Feet of Green Buildings
Goal #9 - Plant 100,000 New Trees and Replace 100% of Streetlights with Smart, Zero
Emission Lighting
EXECUTIVE SUMMARY

On May 22, 2012, the City Council directed staff to develop a Request for Proposals (RFP) to
obtain energy management services to improve energy efficiency and reduce operational costs in
City buildings and streetlights. The RFP process resulted in the selection of Chevron as the
City’s Energy Service Company (ESCO). With an initial Program Development Agreement,
Chevron performed facility audits and streetlight surveys in order to understand the City’s
current infrastructure and utility usage and to make recommendations for energy and utility
equipment improvements. Chevron summarized the audit and survey results, and provided
recommendations for equipment upgrades, in an Investment Grade Audit presented to the City in
November 2013.

In reviewing the Investment Grade Audit, staff has deemed a portion of the projects (Bundle 1A)
feasible for implementation. Chevron will be required to design and engineer these projects, as
well as manage the procurement and construction of these measures, at an estimated cost of
$2,979,320. Staff is requesting City Council to authorize the Director of Public Works to
negotiate and execute an Energy Services Agreement with Chevron to implement Bundle 1A for
a maximum compensation of $2,979,320, and to establish a project contingency if needed. Staff
is also requesting City Council to authorize the Director of Public Works to negotiate and
execute a separate Energy Services Agreement with Chevron to implement the remaining energy
improvement measures identified in the Investment Grade Audit (Bundle 1B) for a maximum
compensation of $18,113,709, and to establish a project contingency if needed, dependent on the
Director of Public Works approving of the projects identified in Bundle 1B and Chevron
completing the implementation of Bundle 1A on schedule and at a cost that does not exceed
Chevron’s estimates, with Bundle 1A providing the utility and energy savings identified in the
Investment Grade Audit. The execution of the 1A and 1B Energy Services Agreements are
subject to the City obtaining financing and the appropriation of funds, as summarized in this
memorandum.
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BACKGROUND

In accordance with Council direction on May 22, 2012, staff released a RFP in July 2012 to
solicit an energy services company that could identify and implement ECMs in which the
estimated utility cost savings of the ECMs would exceed the cost of implementing the ECMs. In
August 2012, six separate energy services companies submitted responses to the RFP, with
Chevron Energy Solutions ranking highest after all proposals were assessed by the City’s
evaluation team. As a result, the City has pursued an utility/energy savings program with
Chevron that involves two basic phases.

A. Phase 1 — Program Development Agreement

Phase 1 is implemented through a Program Development Agreement with Chevron, which the
Council approved on February 12, 2013. Phase 1 involves Chevron identifying and analyzing
potential ECMs to implement. The maximum compensation under the Program Development
Agreement is $150,000.

Under the Program Development Agreement, Chevron performs a preliminary analysis in which
it surveys various City facilities to identify potential ECMs. The preliminary analysis includes
initial general reviews of utility usage per facility, operations at the sites, site size, and site age.
Based on the initial general reviews, Chevron coordinates with City staff to determine which
facilities have the potential for ECMs that could create energy and utility cost savings.

Under the Program Development Agreement, Chevron performs an Investment Grade Audit
(IGA) of potential ECMs identified during the preliminary analysis. The IGA is a more
comprehensive analysis of the City facilities and potential ECMs. The purpose of the IGA is to
identify and develop “bundles” of ECM:s that are feasible.

Under the Program Development Agreement, for a bundle of ECMs to be considered feasible,
the estimated utility savings over the financing period of each ECM, when aggregated, must
equal or exceed the estimated total capital outlay and other expenses associated with developing
and implementing the ECMs. Chevron prepares an estimate of the energy savings associated
with each ECM using an accepted industry standard (ASHRAE), and/or proprietary state-of-the-
art analysis methods, to develop their results.

Importantly, not every individual ECM included in a bundle must have a projected savings that
exceeds the projected cost of implementing that individual ECM. For example, the replacement
of a chiller unit may not create sufficient projected utility/energy savings to pay for the cost of
the procurement and installation of the equipment. In such situations, it might be possible to
“bundle” the chiller replacement work with other ECMs to create an overall package that is
feasible.

In accordance with the current Program Development Agreement, Chevron performed a
preliminary analysis of 19 different City sites and a survey of energy usage from a portion of the
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City’s existing streetlights. Chevron then performed an IGA of the potential ECMs identified in
the preliminary analysis. In November 2013, Chevron provided the City with a final draft of the
IGA identifying two bundles of ECMs: Bundle 1A and Bundle 1B. The City has had an
opportunity to carefully review Bundle 1A and is still in the process of reviewing Bundle 1B.

B. Phase 2 — Implementing ECMs through an Energy Services Agreement

Phase 2 of the utility/energy savings program that the City is pursuing with Chevron involves the
City making the decision whether to implement one or more feasible bundles of ECMs identified
by Chevron following Phase 1. The City is not obligated to implement any feasible bundles of
ECMs identified by Chevron during Phase 1.

The decision to implement one or more bundles of ECMs would involve the City entering into an
implementation agreement with Chevron — referred to as Energy Services Agreement — for each
bundle the City wants to implement. Since executing the Project Development Agreement, the
City and Chevron have been negotiating the general terms and conditions of a form Energy
Services Agreement that would be used to implement feasible bundles of ECMs. The parties
have contemplated that a separate Energy Services Agreement would be used to implement each
bundle of ECMs that the City decides to implement.

Implementation of a bundle of feasible ECMs also would require the City to develop a financing
plan to fund all project delivery costs, including the procurement and installation of the ECMs,
City project management costs, and Chevron overhead costs. The City would need to obtain the
necessary financing and appropriate funds before proceeding with implementation of a bundle of
ECMs.

ANALYSIS
A. ECMs in Bundle 1A

Staff directed Chevron to develop a smaller set of projects, in terms of implementation costs and
technical complexity, for the first grouping of ECMs (Bundle 1A) in order to evaluate Chevron’s
ability to identify feasible projects and realize energy savings. In reviewing the identified ECMs
with Chevron, staff accepted the project listing within Bundle 1A, which includes interior and
exterior lighting retrofits, mechanical system improvements, LED streetlight conversions, and
solar photovoltaic installations. The specific ECMs contained in Bundle 1A, their anticipated
useful life, anticipated energy savings, and the estimated cost of implementation are included in
Attachment A of this memorandum. Staff concurs with Chevron’s conclusion that
implementation of Bundle 1A is “feasible” and therefore is recommending that the Council
approve the implementation of these ECMs.
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1. Estimated Bundle 1A Implementation Costs

The estimated fotal implementation cost of the ECMs in Bundle 1A will be approximately
$3,408,932. The following table summarizes the total implementation costs for Bundle 1A:

Estimated Cost to Implement Bundle 1A

City Project Management Costs $ 419,612
Financial Advisory Fee $ 10,000
Total City Costs $ 429,612

ECM costs (procurement/installation) $2,042,830
Chevron Project Costs and Profit $ 786,490
(38.5% of the ECM costs on the

previous line item)

IGA Cost $ 150,000
Total Chevron Costs $2,979,320
Total Financed Costs $3,408,932

In the IGA, Chevron calculated the cost of financing Bundle 1A by assuming a financial term of
17 years at a 3.25% interest rate. When these financing costs are included, the total cost of
implementing Bundle 1A, without the purchase of a guarantee, is approximately $4.4 million.

2. Estimated Bundle 1A Net Savings

In the IGA, Chevron includes the City’s receipt of PG&E rebates of approximately $170,000 in
calculating the savings to the City resulting from implementing the ECMs in Bundle 1A.

Chevron’s IGA also calculates anticipated energy cost savings resulting from implementing
Bundle 1A by comparing the energy use of existing equipment to the anticipated energy use of
the proposed ECMs over the useful life of the ECMs. Using this approach, Chevron estimates
that the annual energy use reduction resulting from all ECMs in Bundle 1A will be
approximately 992,000 kilowatt-hours and 200 therms.

To determine the actual dollar savings resulting from the reduction in energy use, Chevron’s
IGA assumes that PG&E rates will increase at the rate of 4.5% annually over the life of the
ECMs. Using this assumption, the net future value of the energy cost savings, net of
implementation costs, is estimated at $900,000 over the useful life of the ECMs. A chiller
replacement project is proposed within Bundle 1A for the San José¢ Museum of Art. While the
City is responsible for capital maintenance at this facility, the resulting utility cost savings of
approximately $73,000 over the life of the chiller, which is an additional savings beyond the
main bundle savings of $900,000, will be recognized by the San José¢ Museum of Art as this is a
non-City operated facility that is responsible to pay utility costs.
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City staff also calculated the net energy cost savings using a more conservative PG&E cost
escalation factor of 3% annually. Even using this significantly lower escalation rate, the net
future value of the energy cost savings to the City over the life of the ECMs is estimated to be
$641,000, with an additional utility cost savings of $52,000 for the chiller replacement ECM at
the San José Museum of Art, which.is an additional savings beyond the main bundle savings of
$641,000.

Significantly, the estimated total utility cost savings reflect estimated savings over the useful life
of all the ECMs in Bundle 1A. Chevron anticipates that the useful life of the ECMs will exceed
the financing term. As such, much of the estimated utility savings comes at the tail end of the
life of the ECM bundle, when the financing has already been paid off and the City continues to
receive utility savings from the ECMs for several years afterward.

Given the estimated net savings from implementing the ECMs in Bundle 1A, City staff is
recommending going forward with the implementation of Bundle 1A.

3. Bundle 1A Energy Services Agreement

Staff is requesting the City Council to delegate the authority to the Director of Public Works to
negotiate and execute a Bundle 1A Energy Services Agreement with Chevron to implement the
ECMs in Bundle 1A in an amount not to exceed $2,979,320, and contingent on the City
obtaining the necessary financing and subject to the appropriation of funds.

Under the Bundle 1A Energy Services Agreement, the City would pay Chevron for preparing the
IGA in the total amount of $150,000. This compensation is based on the City paying Chevron
$0.11 times the total number of square feet of the buildings or structures included in the IGA,
and at the rate of $125 an hour for all other facilities.

Under the Bundle 1A Energy Services Agreement, Chevron will be responsible for designing
and engineering each of the ECMs and providing engineer’s estimates of the cost of
implementing each ECM. The agreement requires Chevron to design the ECM consist with the
implementation costs for the ECM used by Chevron in the IGA. Moreover, Chevron can not
proceed with implementing an ECM until the City has approved the design and engineering for
the ECM.

The Bundle 1A Energy Services Agreement requires Chevron to implement the ECMs in
accordance with the plans and designs approved by the City. Chevron also is responsible for
hiring the contractors to perform the work necessary to implement the ECMs. Chevron must
procure a contract for non-construction work in accordance with the City’s procurement
requirements for such work. Chevron will publicly bid all construction work and will pay
construction workers in accordance with the City’s prevailing wage policy.
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If the cost of hiring a contractor to implement an ECM is more than 5% of Chevron’s final cost
estimate, then Chevron must obtain the City’s consent to proceed. Ifthe City does not give its
consent, the parties will meet and confer on how to proceed, including rebidding, modifying the
design and rebidding, and removing the work from the project.

Chevron estimates being able to implement the ECMs in Bundle 1A within three to six months
after project procurement is complete.

Chevron’s compensation under the Energy Services Agreement will consist of three components.
The first component is a payment of $150,000 for Chevron’s completion of the IGA. This
payment will be due in full as the work has been completed as part of the Program Development
Agreement.

The other two components of compensation consist of the procurement and implementation cost
of the ECMs, which as discussed above is estimated to be $2,042,830, and Chevron’s project
costs and profits, which is 38.5% of the procurement and implementation cost or $786,490
(32,042,830 x 38.5%). Chevron’s project costs and profits of 38.5% is Chevron’s cost for the
management and implementation of the ECMs and can be broken down more specifically as
follows:

Project Task Compensation (as a percent of the ECM
procurement and implementation cost)

Schematic Design 5% of ECM costs

Bidding 5% of ECM costs

General Requirements / Project Administration | 1% of ECM costs

Project and Construction Management 6% of ECM costs

Commissioning 1.5% of ECM costs

Payment and Performance Bonds 1.6% of ECM costs

Overhead 10.5% of ECM costs

Contractor’s Contingency 4.5% of ECM costs

Profit 3.4% of ECM costs

TOTAL 38.5% of ECM costs

Once the Energy Services Agreement is executed and financing has been secured and
appropriated for the projects, Chevron will issue the City an invoice for 5% of the total cost of
the ECMs for their schematic design work. After such design work is complete, Chevron will
issue the City an additional invoice for 5% of the total costs of the ECMs to complete bidding
work. And, once the bidding is complete, Chevron will invoice the City an additional 5% to
begin construction mobilization. Once construction begins, Chevron will issue the City monthly
progress invoices, which will be based on the percentage of construction services completed by
Chevron the month prior and will be subject to verification by the City. Should the City agree to
the work performed, the City shall make such payments to Chevron, less any retention amounts
required.
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Staff is also requesting the City Council to delegate authority to the Director of Public Works to
establish a contract contingency in the amount of $424,398, which is 15% of the maximum
compensation amount of the Bundle 1A Energy Services Contract, excluding the IGA fee. This
contingency would be used to pay for unexpected work necessary to complete the project,
though use of the contingency will reduce the net cost savings to the City. Finally, staff is
requesting that the Director be authorized to negotiate and execute amendments in the maximum
compensation to pay for such unexpected work, provided that the aggregate of such amendments
does not exceed the total amount of the contingency, i.e. $424,398.

B. ECMs in Bundle 1B

Chevron’s Bundle 1B consists of a significantly larger package of ECMs. It includes additional
solar photovoltaic systems, LED streetlights, and mechanical system improvements, as well as
more technically complex ECMs, such as solar thermal systems and micro-cogeneration systems
(combined heat and power). The specific ECMs contained in Bundle 1B, their useful life,
anticipated energy savings, and cost of implementation are included in Attachment A of this
memorandum.

1. Estimated Bundle 1B Implementation Costs

The estimated fotal implementation cost of the ECMs in Bundle 1B is approximately
$20,786,704. The following table summarizes the total implementation costs for Bundle 1B:

Estimated Cost to Implement Bundle 1B

City Project Management Costs $ 2,662,995
Financial Advisory Fee $ 10,000
Total City Costs $ 2,672,995

. ECM costs (procurement/installation) $13,078,490
Chevron Project Costs and Profit $ 5,035,219
(38.5% of the ECM costs on the
previous line item)

Total Chevron Costs $18,113,709

Total Financed Costs $20,786,704
In the IGA, Chevron calculated the cost of financing Bundle 1B by assuming a financial term of

17 years at a 3.25% interest rate. When these financing costs are included, the total cost of
implementing Bundle 1B, without the purchase of a guarantee, is approximately $27.0 million.
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2. Estimated Bundle 1B Net Savings

In the IGA, Chevron includes the City’s receipt of PG&E rebates of approximately $1,040,000 in
calculating the savings to the City resulting from implementing the ECMs in Bundle 1B.

Chevron’s IGA for Bundle 1B estimates that the reduction in energy and utility use resulting
from implementing all the ECMs in Bundle 1B would be approximately 7.2 million kilowatt-
hours and 352 hundred cubic feet (CCF) of water annually. Due to the technology of the micro-
cogeneration systems, which uses natural gas as a fuel to produce electricity and heat, the City
anticipates consuming an additional 61,000 therms annually by implementing this ECM,
however, the utility cost savings by generating electricity and heat for consumption at the sites
will outweigh the cost of purchasing additional natural gas.

Chevron’s IGA for Bundle 1B estimates that the City’s net future value of utility/energy savings
over the life of the useful life of the ECMs in Bundle 1B is approximately $12.0 million. As
with Bundle 1A, much of the estimated utility savings comes at the tail end of the life of the
ECM bundle, when the financing has already been paid off and the City continues to receive
utility savings from the ECMs for several years afterward.

3. Director’s Authority to Approve Bundle 1B

Unlike with Bundle 1A, staff is not requesting Council to approve the Bundle 1B ECMs for
implementation. The reason is that staff has not yet had an opportunity to complete its review of
the IGA for Bundle 1B. During the design, engineering, and construction phase of Bundle 1A,
staff will be completing its review of the feasibility of the projects proposed by Chevron in
Bundle 1B.

Staff is requesting that the Council delegate authority to the Director of Public Works to approve
the Bundle 1B ECMs provided that the Director concurs with Chevron’s IGA analysis that the
ECMs are feasible, and that the Director has determined that the performance of the Bundle 1A
ECMs are providing the utility/energy savings predicted in the IGA. The Director’s authority to
approve the ECMs in Bundle 1B is also contingent upon the City obtaining the necessary
financing, and the appropriation of funds, to implement the ECMs.

4. Bundle 1B Energy Services Agreement

Staff is also requesting the Council to delegate authority to the Director of Public Works to
negotiate and execute a Bundle 1B Energy Services Agreement with Chevron for the
implementation of Bundle 1B for a maximum compensation of $18,113,709. Except for
provisions specific to the ECMs in Bundle 1B, the other material provisions of the agreement
would be the same as those in the Bundle 1A Energy Services Agreement, -
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The Director’s authority to execute a Bundle 1B Energy Services Agreement would be
contingent on each of the following:

e The Director approving the ECMs identified in draft Bundle 1B, and the City
obtaining the necessary financing and subject to the appropriation of funds to
implement the ECMs, and

e Chevron having completed implementation of Bundle 1A in accordance with the
Bundle 1A Energy Services Agreement, and

e The Director’s determination that the performance of the Bundle 1A ECMs are
providing the utility/energy savings predicted in the IGA for the ECMs; and

e Chevron completes Bundle 1A on schedule and at a cost that does not exceed
Chevron’s cost estimates, and provides quality work and customer service as
determined by the Director of Public Works.

In the event the Director executes a Bundle 1B Energy Services Agreement, the requested
delegation would also allow the Director of Public Works to establish a contingency of up to
$2,717,056, which is 15% of the maximum compensation under the energy services agreement.
This contingency would be for the purpose of paying for unexpected work necessary to complete
the project, though use of the contingency will reduce the net cost savings to the City. The
delegation would include the authority for the Director to negotiate and execute amendments in
the maximum compensation to pay for such unexpected work, provided that the aggregate of
such amendments does not exceed the total amount of the contingency, i.e. $2,717,056.

C. Energy Services Agreement Cost Savings Guarantees

The energy savings and utility cost savings in Chevron’s IGA are based on preliminary design
and engineering estimates. Actual energy and utility cost savings after the ECMs are installed
may vary from the preliminary estimates. To minimize the risk that the actual cost savings are
less than the estimated cost savings, the City can purchase separate “guarantees” from Chevron
for various ECMs. The “guarantee” agreements tend to be expensive and relatively complicated,
and generally contain a number of limitations. Staff is in the process of analyzing the value of
various potential guarantees and intends to present the Council with a recommendation in a
supplemental memorandum.

D. Financing Plan for Implementing Bundles 1A and 1B

One of the contingencies of the delegation of authority for the Director of Public Works to
execute the Bundle 1A Energy Services Agreement and the Bundle 1B Energy Services
Agreement is the City obtaining the necessary financing, and the appropriation of funds, to pay
for the implementation of the ECMs. The City anticipates financing Bundles 1A and 1B through
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the use of a master lease agreement with a third party lending institution, with a financing plan
developed for funding draws of each bundle and repayments towards the lease. The financing
will be structured to draw a maximum of $30.0 million, in phases, which will accommodate the
estimated total implementation costs of $24.2 million for Bundles 1A and 1B, as well as
contingencies if necessary and approved by the City.

Staff anticipates that the utility/energy cost savings resulting from implementing the ECMs will
equal or exceed the amount of the lease payments to the lending institution to repay the funding
draws. Importantly, however, if the actual utility/energy cost saving resulting from
implementing the ECMs is less than the amount of the lease payments, the City would still be
responsible for paying the full amount of the lease payments. The City will budget for the lease
payments owed to the chosen lending institution based on the utility cost savings projected to
result from the ECMs and is required to make the lease payments regardless of whether those
utility cost savings are realized or not. The City will need to budget for the first year of lease
payments owed to the lending institution as the energy savings from the implementation of the
ECMs, and the associated rebates, will not be realized in time before the first year lease
payments are due.

Staff is currently in the process of obtaining financing for implementing Bundles 1A and 1B and

anticipates bringing approval of the master lease agreement forward to Council in the first half of
2014.

EVALUATION AND FOLLOW-UP

Staff will manage Chevron’s activities on the design, engineering, bidding, and implementation
of the ECMs in Bundle 1A, and will evaluate the feasibility of the ECMs in Bundle 1B for
potential acceptance. Staff may bring forward future ECM bundles to Council for further
consideration depending on the success of Bundles 1A and 1B. :

POLICY ALTERNATIVES

Alternative # 1: Continue using existing City equipment and purchase electricity from PG&E.
Pros: By continuing to utilize existing City equipment, the City will not be required to manage
Chevron’s activities, thus reducing the need for staff resources for project management roles.
The City will also not be required to enter into a master lease agreement with a financial
institution to fund new ECMs, thus reducing financial risk. And by continuing to purchase
electricity from PG&E (as in the case by not installing solar photovoltaic systems), the City may
incur lower energy costs over the financed term of the systems should the future escalation rates
for PG&E be lower than the assumption used in the IGA. _

Cons: The City will not benefit in energy savings (992,000 kilowatt-hours and 200 therms
annually for Bundle 1A, and 7.2 million kilowatt-hours and 352 CCF for Bundle 1B), or utility
cost savings (after lease payments and for the life of the ECMs; total savings of $973,000 for
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Bundle 1A and $12.0 million for Bundle 1B). The City will also not be able to renew aging
infrastructure or address some portion of the deferred maintenance backlog in a timely manner.
And, PG&E pricing will fluctuate over time due to market conditions. Based on historical
trends, the City is expecting to pay a higher price for power from PG&E over the financed term
of the master lease agreement. The power purchased from PG&E is also primarily from fossil
fuels, which are non-renewable sources. '
Reason for not recommending: The City is anticipated to save nearly 8.2 million kilowatt-
hours, 200 therms, and 352 CCF annually by implementing the ECMs in Bundle 1A and Bundle
1B, and save approximately $13.0 million in utility cost savings over the life of the ECMs. This
alternative does not align with the City’s Green Vision goals of reducing per capita energy use,
receiving 100% of electrical power from clean sources, building or retrofitting 50 million square
feet of green buildings, and replacing 100% of streetlights with zero emission lighting.

Alternative # 2: The City could establish an internal team for evaluation of facilities to identify
ECMs and potential projects.

Pros: By identifying a City team to evaluate facilities for energy improvements, the City will
not be required to contract with Chevron, thus reducing contractor overhead costs.

Cons: The City would be required to perform all project related activities, including the
identification of energy improvement opportunities, as well as the design, engineering,
procurement, and installation of the ECMs, which would consume City staff resources.
Reason for not recommending: This direction is not recommended at this stage as Chevron
seemingly provides expertise and resources not currently held within the City, especially in
considering more complex technologies such as solar photovoltaic systems, solar thermal
systems, micro-cogeneration systems, and thermal energy storage systems.

Alternative # 3: The City could utilize the details within the IGA and implement the ECMs on
its own, without the project management of Chevron.

Pros: By implementing the energy improvements in-house, the City will not be required to
contract with Chevron, thus reducing contractor overhead costs.

Cons: The City would be required to perform all project related activities, including the design,
engineering, procurement, and installation of the ECMs, which would consume City staff
resources. The City would also need to obtain necessary funding for such projects and would
need to establish a financing plan. And, the City would still have to compensate Chevron for the
completion of the IGA work, at a maximum amount of $150,000.

Reason for not recommending: This direction is not recommended as the City does not have
the resources to administer such work with existing resources, and would need to consider
outsourcing the work to third party contractors, which Chevron has already been identified
within the Program Development Agreement as becoming the City’s general contractor for
implementing the ECMs.
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PUBLIC OUTREACH /INTEREST

Criterion 1: Requires Council action on the use of public funds equal to $1,000,000 or
greater. (Required: Website Posting)

D Criterion 2: Adoption of a new or revised policy that may have implications for public
health, safety, quality of life, or financial/economic v1tahty of the City. (Required: E-
mail and Website Posting)

D Criterion 3: Consideration of proposed changes to service delivery, programs, staffing
that may have impacts to community services and have been identified by staff, Council or
a Community group that requires special outreach. (Required: E-mail, Website Posting,
Community Meetings, Notice in appropriate newspapers)

This memorandum meets Criteria 1: Requires Council action on the use of public funds equal to

$1,000,000 or greater and will be posted on the City’s website for the February 11, 2014 Council
Agenda.

COORDINATION

This memorandum has been coordinated with the City Manager’s Office, the City Attorney’s
Office, the City Manager’s Budget Office, the Department of Transportation, Planning, Building,
and Code Enforcement, and the Finance Department.

FISCAL / POLICY ALIGNMENT

This action is consistent with the City’s Green Vision and the adopted 2013-2014 Budget
Policies and Practices.

COST SUMMARY /IMPLICATIONS

The maximum compensation for the Energy Services Agreement with Chevron to implement
Bundle 1A is $2,979,320. The City shall pay for such services through a master lease agreement
with a third party lending institution. Subsequently, utility cost savings derived from
implementing the ECMs shall be used to make lease payments back to the lending institution.
Should the utility cost savings from the ECMs be less than the estimated savings as calculated in
the IGA, the City will budget for the difference in cost as lease payments to the lending
institution are required regardless if the savings from the ECMs can support the lease payments.
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1. TOTAL AMOUNT OF RECOMMENDATION: $2,979,320

2. COST OF AGREEMENT:
ECM costs $2,042,830
Chevron Project Costs and Profit $ 786,490
IGA Cost $ 150,000
Total Agreement Costs $2,979,320

3. SOURCE OF FUNDING: To be brought forward for Council approval with the established
financing plan.

4. FISCAL IMPACT: The proposed costs of implementing Bundle 1A have been reviewed and
are not anticipated to have significant impact on the General Fund operating budget once the
ECMSs have been installed and established to have successful energy and utility cost savings.
Until the implementation of the ECMs is complete, a General Fund obligation of
approximately $200,000 may be needed to support the first year of lease payments.

BUDGET REFERENCE

Program budget details will be brought forward for Council review when the financing plan for
the projects has been established.

CEQA

Exempt, File Nos. PP 13-111, PP 13-112, PP 13-113, PP 13-114, PP 13-115, PP 13-116, PP 13-
117, PP 14-003, PP 14-004.

/s/
DAVID SYKES
Director of Public Works

For questions, please contact Harry Freitas, Assistant Director of Public Works, at
(408) 535-8488.

Attachment A - Energy Conservation Measure Bundles
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